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SUBJECT: JUNE 12 CONSULTATION ON EC PRODUCTION SUBSIDIES 
FOR PROCESSED FRUITS AND VEGETABLES 

PASS SCHROETER AND REGAN 

REE: BRUSSELS 10805 

1 . BACKGROUND AND BRIEEING MATERIALS FOR JUNE 12 MEETING 
WILL BE HAND-CARRIED BY SINDELAR. 
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2. U.S. POSITION SHOULD REELECT OUR CONCERN OVER MAGNITUDE 
OF PROPOSED SUBSIDY LEVELS. OUR OBJECTIVE IS TO LIMIT SUB- 
SIDY LEVELS SO THAT THE EFEECTIVE LEVEL OF SUPPORT-IN- 
CLUDING IMPORT DUTIES-DOES NOT PROVIDE PRODUCTION INCEN- 
TIVE AND PROMOTE IMPORT REPLACEMENT, THEREBY IMPAIRING 
TRADITIONAL TRADE PATTERNS. 
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3. FYI: WE SHOULD NOT CRITICIZE PRINCIPLE 
OF PROCESSOR SUBSIDY. EOR YEARS WE HAVE BEEN PRESSING EC 
TO MOVE FROM MARKET SUPPORT TO INCOME SUPPORT (THROUGH 
PRODUCER PAYMENTS) SYSTEM AND ALTHOUGH THE LEVEL OF SUBSIDY 
IS OF CONCERN, EC ACTION IS A STEP IN THE RIGHT DIRECTION. 

ALSO, IN ITS EFFECT, THE EC PROCESSOR SUBSIDY SYSTEM IS NOT 

UNLIKE U.S. DEFICIENCY PAYMENT SYSTEM. VANCE 
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